Electrical Power in Idaho

|daho residents consistently enjoy someof theleast expensiveeectric servicein
the nation, according to surveys conducted by the National A ssociation of
Regulatory Utility Commissioners(NARUC), the Edison Electric Ingtituteand
the Energy Information Administration of the U.S. Department of Energy.
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|daho Power Company
2002 Aver age Number of Customer S/Avg. Revenue/kwh
(Computed from data available in FERC Form 1 Annual Reports)
326,788 Residential Customer s/$0.0706
63,167 Commer cial Customer §/$0.0549
107 Industrial Customer §/$0.0567

~IWIS IE
.

Avista Utilities
2002 Aver age Number of Customer S/Avg. Revenue/kwh
(Computed from data available in FERC Form 1 Annual Reports)
91,076 Residential Customer s/$0.0613
14,788 Commer cial Customer §/$0.0672
526 I ndustrial Customer §/$0.0444

» UTAH POWER

A PacifiCorp Company

2002 Aver age Number of Customer S/Avg. Revenue/kwh
(Computed from data available in FERC Form 1 Annual Reports)

PacifiCor p/Utah Power
45,606 Residential Customer §/$0.0389
6,578 Commer cial Customer/$0.0581
5,411 Industrial Customer/$0.0165
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Power Ratesin Ildaho

Asof Oct. 1, 2003

These rates do not include customer charges or high-voltage discounts. Not all avail-
able rate schedules are shown for each utility. Ratesarein cents per kWh unless
otherwise indicated.

IDAHO POWER COMPANY

Residential -- $0.05486
(Rateis$0.05534, but with BPA credit of $.000475, reduced rateis
$0.05486.)

Commercial
Small commercia — $0.06813
Largecommercial — $0.03219, plus $2.73 per kW demand charge

Industrial

Largeindustry — $0.03379; plus$2.73 per kW demand charge
Irrigation— $0.04158in season (not including BPA credit); plus $3.58 per
kW demand chargein season.

AVISTA UTILITIES

Residential
First 600 kWh — $0.05255
All use over 600 kWh — $0.06003

Commercial

Small commercia — $0.0797 plus $3.50 per kW demand chargefor demand
morethan 20 kW

Largecommercial — $0.05022 plus$225 for first 50kW of demand or less
and $2.75 per kW for demand over 50 kW

Industrial
Largeindustry — $0.03490 per kWh plus $7,500 for first 3,000 kVA (kilo-
volt-amps) of demand or lessand $2.25 per kVA for demand over 3,000 kVA.
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PACIFICORP-UTAH POWER

Residential

From May to October — $0.0734

From November to April — $0.0501

Timeof Day residential rates

On-peak usefrom May to October — $0.0801
Off-peak usefrom May to October — $0.0113
On-peak usefrom November to April — $0.0648
Off-peak usefrom November to April — $0.0082

Commercial

Small commercial, May to October — $0.0847

Small commercial, November toApril — $0.75146

Largecommercia — $0.0288 plus $10.68 per kW demand chargefrom May
to October and a$8.79 kW demand charge from November to April.

Industrial
Small industry — $0.0325 per kWh plus $8.79 per kW demand chargefrom

May to October and a$6.59 per kW demand charge from November to April.

Irrigation (In-season)

First 25,000 kWh — $0.022615, plus $4.05 per kW demand
Next 225,000 kwWh — $0.006319, plus $4.05 per kW demand
All additional kWh -- $-0.006705, plus $4.05 per kW demand
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e VIDAHO
BSPOWER

/

I daho Power Company
1220 W. Idaho Street
PO Box 70
Boise, ID 83707

800-488-6161

208-388-2323
(TreasureValley)

Number of Customers
390,062
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Electric Utility Case Reviews
| daho Power Company

Idaho Power Co. isldaho’slargest dectric utility. Theutility typically
generates 55 percent of itselectricity at hydroel ectric damsonthe Snake River.
Dueto athird year of poor hydro conditionsin 2002, only 45 percent of the
utility’ selectric generation camefrom hydrowith increased reliance onthe
company’scod - and gas-fired plants (at JJm Bridger, Wyoming; Boardman,
Oregon; Vamy, Nevada, and M ountain Home, daho) and power purchaseson
thewholesale market. Lessthan 5 percent of |daho Power’sgeneration comes
from co-generatorsand small independent power producers.

In 2002, the average | daho Power household used 12,846 kWh, down
8.5 percent fromthe 13,944 kwWhin 2001. Thisfigure averagesresidential
customerswith electric space and water heating with thosewho do not use
electricity for these uses.

October 28, 2003

IDAHO POWER SEEKING RATE INCREASE
CaseNo. | PC-E-03-13, Order No. 29369

BOISE —Idaho Power Co. filed an application with the commission to
increaseratesby an average 17.7 percent for all customer classes.

The company sought apermanent rateincrease, whichincluded $20
millionfor interim raterdief. Combined, theincreaseswould raise $86 millionin
annual revenuesto allow Idaho Power to meet expensesfor agrowing cus-
tomer baseand recover $156 millioninvested in new generating facilities, $198
millionin new transmission facilitiesand $366 millionin new distribution facilities
since 1993, thelast year |daho Power had arate case.

The company requested an overal rate of return of 8.334 percentona
rate base of $1.55 billion and an 11.2 percent return on common equity. The
company currently receivesa9.199 percent rate of return on rate base of
$1.22 billion and an 11 percent return on common equity.

If granted, rateswould increase an average of 17.7 percent, but the
increasewould vary by customer class becausethe costsof serving each class
vary. For residential customers, theincreasewould be 19.9 percent; for small
commercial, 21 percent; for largecommercial, 15 percent; for industrial, 13.9
percent and for irrigation, 25 percent.

Included withintheaverage 17.7 percent increaseisaproposed
increaseinthe customer servicechargefor resdentia and small commercid
customersfrom $2.51 amonth to $10 per month. Customer service charges
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aredesigned to recover aportion of costsassociated with providing electrical
servicesuch asmeters, aportion of digtributionfacilitiesand billing. For irriga-
tion customersthein-season monthly chargewould increasefrom $10.07 to
$25 and for large commercia customersfrom $5.54 to $21.

The company a so proposed to implement seasonal ratesfor residential
and smal-commercial. Summer baserates, charged between Juneand August,
would be 25 percent higher than current base rates. The baserate proposed for
therest of theyear isdightly lower than the current baserate.

Interim rateincreasedenied

On Nov. 13, the commission denied |daho Power’srequest for the 4.2
percent interim rateincrease. The commission heard oral argumentsfromthe
utility aswell asattorneysrepresenting interested partiesin the case and ruled
fromthe bench.

Idaho Power said theinterim increase was needed to meet capital and
relicensing costs, to lessen the need to borrow to meet growth-related demands,
and to send amessageto theinvestment community. “ Granting interim raterelief
sendsapositivesigna to theinvestment community,” said Barton Kline, attorney
for Idaho Power. “ A positive signal can reduce coststo customersbecauseit
reducesthe cost of borrowing.”

Theinterimrateincrease would haveraised $20 millionto: pay the costs
of the construction and operation of the Danskin Power Plantin Mountain
Home ($7.7 million); pay the costs associated with there-licensing of severdl
hydrofacilities ($1.57 million); recover achangein depreci ation expenses ($3.8
million): and compensatefor theincreasein |daho’sshare of net power supply
costsdueto reall ocation between the Oregon and | daho wholesale and retall
juridictions($7 million).

The commission said | egitimate concernsabout |daho Power’sfinancia
position are outweighed by other mattersin the case, such asthe potentia of an
inequitable burden placed on some customer classesif auniform 4.2 percent
increase were enacted immediately. |daho Power had proposed aNov. 15
implementation date, which the commi ssion suspended to alow timefor more
investigation and today’sora arguments.

Theinvestment community should not infer that thedecisionisan
indicator of what the commission may decide regarding therequest for aperma:
nent rateincrease, the commission said. “We have not prejudged this case and
neither shouldthey,” thecommissionerssaid. “ Thiscasewill be processed
expeditioudy andfairly.”

Inarelated matter, commission staff and intervenorsin the case con-
ducted apre-hearing conferenceto establish the schedulefor consideration of
the permanent rateincrease request. A number of deadlinesfor pre-filed testi-
mony, discovery requests and exhibitswere established. A date of March 29,
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2004, was schedul ed asthe beginning of atechnical hearing that could last up
to two weeks. Commission staff and the commissionerswill aso conduct public
workshopsand public hearingsthroughout | daho Power’sserviceterritory
beforeafinal decisonismade.

Intervenorsinthe caseincludetheIndustrial Customersof Idaho
Power, the ldaho I rrigation and PumpersA ssoci ation, the Department of
Energy, Micron, the Community Action Association & AARP, theNorthwest
Energy Coalition and United Water of 1daho.

May 13, 2003

IDAHO POWER PCARESULTSINLOWERBILLS

CaseNo. | PC-E-03-5, Order No. 29243

BOISE —Theldaho Public Utilities Commission approved apower

cost adjustment (PCA) for Idaho Power that will result in an average 18.9
percent reduction for theutility’sresdentia customerseffectiveMay 15.
The action by the commission reduces | daho Power’ srevenue by $114 million,
but commission staff isseeking to reduceyet another $5.1 million. Idaho Power
disagreeswith commission staff findings and hasrequested ahearing to address
theparties differences.

Rather than wait until thoseissues areresolved, commissionersopted to
implement theinterim rateimmediately.

“It'sextremely important that we get raterelief to customersassoon as
possible,” said Commission President Paul Kjellander.

Thedecreaseis18.9 percent for residential customers, 11 percent for
smal commercia customers, 24.7 percent for largecommercial; 20.2 percent
for industrial and 0.5 percent for irrigation customers. Theratefor irrigatorsand
small genera service customersdropsonly dightly because power supply costs
incurred by Idaho Power for thosetwo classesare being recovered over a
two-year period to soften theimpact of largeincreaseslast year tothose

customer classes.

Most of the$5.1 million sought in further reductionsby commission
staff comesfrom aview by staff and the ldaho I rrigation and PumpersAssocia-
tion that the company use more updated salesdatain calculating the PCA rate.
The company agreesthat updated datamay be necessary but that changesin
the aready approved PCA methodol ogy should apply to future PCAsand not
thisyear’'scase.

Hereistheimpact therate adjustment will have on each customer class
(al centsareon aper kWh basis):

Residential: Old surcharge: 1.94 cents, new surcharge: 0.604 cents.
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Oldrate: 7.06 cents, new rate 5.73 cents.

Small commer cial: Old surcharge: 1.72 cents, new surcharge: 0.85
cents. Old rate: 7.99 cents, new rate 7.115 cents.

L argecommercial: Old surcharge: 1.94 cents, new surcharge: 0.604
cents. Old rate: 5.4 cents, new rate 4.06 cents.

Industrial: Old surcharge: 1.72 cents, new surcharge: 0.82 cents. Old
rate: 4.46 cents, new rate 3.55 cents.

Irrigation: Old surcharge: 1.34 cents, new surcharge: 1.3 cents. Old

rate: 5.17 cents, new rate 5.14 cents.

FACTSABOUT THE PCA:

B Thepower cost adjustment isan annual mechanism that adjusts
rates either upward or downward based on changesin variable power supply
costs. The adjustment isasurcharge added to the base rate during low water
yearsor acredit subtracted from the base rate during high water years.

B Sincethe PCA for Idaho Power beganin 1993, customershave
received creditsin threeyears (1996, 1997 and 1999) and surchargesin the
other 12 years. Thewholesale market crisisof 2000-01 and four straight low-
water yearshaveresulted in surchargesevery year since 2000.

B Thisyear’s$81 million PCAissignificantly lower thanthelast two
years, $217 millionin 2002 and $256 millionin2003. But it till resultsina
substantial surcharge added onto customers baserate. However, becausethe
surchargethat beginsMay 15 issmaller than the 2002 surcharge that expires
May 15, customerswill seeareductionintheir bills. For example, thebaserate
for resdentia customersis5.12 centsper kWh. The one-year surcharge of
.6043 centsthat begins Thursday makesthetotal residential rate 5.73 cents per
kWh. The surcharge of 1.93 centsthat expires Wednesday madethetotal
residentia rate 7.06 cents.

B Thisyear'stota power cost adjustment of $81 millionismade up of
three components: above-normal supply costsof $38.7 million over thelast
PCA year; aprojection of $26.6 millionin above-normal power supply costs
during thisPCA year; and $16 million still owed the company on commission
approved deferrdsfor small-commercid, irrigation and industrial customers.
Most of the $38.7 millionin costslast year, about $28.2 million, isload reduc-
tion and settlement costswith Astaris, aPocatel |o phosphorous plant that closed
last year. Those are one-time coststhat will not recur after thisyear’s PCA.

B Attheend of each PCA year, which runsfromApril toApril, there
isatrue-up on the difference between the prior year’sactual cost andthe
forecast made by the company. The PCA account isaudited by commission
staff to ensurethat the surcharge collected from customersgoesonly to pay for
power supply expenses. Revenuesfrom the surcharge cannot be spent on
capital expenses, salariesor anything elsenot attributable to power supply cost.
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B Innormal water years, |daho Power’s system of hydroelectric
dams generates about 55 percent of the power the company needsto serveits
customers. The National Weather Service projectsthat inflow into the
Brownlee Reservoir, |daho Power’sprimary water storagefacility, will beonly
3.37 million acrefeet, better than last year’s 3.25 maf, but only about half the
averageinflow of 6.3 maf during normal water years.

May 22, 2003
REIMBURSEMENTSRESULTING FROM FERC ORDER
ALREADY PAID TO IDAHO POWER CUSTOMERS

Customersof |daho Power Company have already received mogt, if
not al, of thefinancia benefitsresulting from FERC' sMay 16 order dedling
with trades between | daho Power and IDACORP Energy (1E).

L atelast week, the Federal Energy Regulatory Commission ordered
IDACORP Energy (IE), totransfer $5.8 millionin revenuesit earned from
wholesale power tradesto | daho Power, ensuring that | daho Power ratepayers,
and not | E sharehol ders, get the benefits. |daho Power included nearly $4
million of that asacredit to customersin its 2002 power cost adjustment. The
remaining $1.8 millionwasincluded in the 2003 power cost adjustment interim
rate established last week that resultsin an average 18.2 percent rate decrease
for customers.

| daho Power has been working with FERC and the [daho Public
UtilitiesCommissionto resolvethe matter that resulted from trades executed by
| E from January 2000 through April of 2002.

|E, asawholesale buyer and seller of energy, isregulated by FERC,
not the commission. “Wholesa etrading isFERC' sissueto police, however, the
Idaho commission felt compelled to act in advance of afinal FERC order,” said
Paul Kjellander, commission president.

“Whilethe commission cannot regul atetrading practicesof wholesade
energy traders, itisinterested in determining if morerevenuesshould be
awarded Idaho Power customersfor |E' suse of |daho Power transmission
linesand other sourceswhich, over theyears, have been built fromratespaid
by Idaho Power customers,” Kjellander said.

The commission opened acase of itsownin 2001 to address, among
other issues, additional compensation to |daho Power and itscustomersfor use
of itstransmission system and other resourcesby |E.

Now that the FERC matter has been resolved, commission staff will
attempt to negotiate and enter into awritten stipulationto resolved| remaining
issues, including whether even more | E revenues are due | daho Power custom-
ers.

InitsMay 16 ruling, FERC said |daho Power gave preferential treat-
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ment toitstrading subsidiary, IE, initsassignment of electric grid capacity.

IDACORP acknowledged that it failed to get | E registered asatrader
before engaging in power dealsthat should have been pre-approved by FERC.

“I think thisisavery seriousviolation of trust by |daho Power Com-
pany, and I’ m glad to see FERC’sorder to resolvetheseviolations,” said
Commissioner DennisHansen. | aso support thiscommission’scontinued
effortsto seeif maybe even morerevenues are due ldaho Power customers.”

Commissioner Marsha Smith a so expressed support for the FERC
ruling, but noted that FERC' sahility to order sufficient financia remedy islimited
and outdated.

“Thecivil pendtiesFERC canimpose, athough not applicableinthis
matter, seeminadequateto deter unlawful activity,” shesaid.

The maximum penalties FERC can assess companieshas not been
updated since the Federal Power Act wasenacted in 1920. “ Enhanced enforce-
ment penaltiesfor FERC should be adopted in the energy legidation now
pendingin Congress,” Smithsaid.

InAugust 2002, I DA CORPannounced it waswinding down itswhole-
saletrading activities. Theregulated side of the company, | daho Power, will act
asthetrader for the company, whichistheway the company operated before

the creation of IDACORPEnergy.

March 17, 2003

AIR CONDITIONINGPILOT PROGRAM APPROVED
CaseNo. IPC-E-02-13, Order No. 29207

| daho Power Company has been given the go-ahead toimplement a
two-year pilot program that allowsthe company to temporarily control air
conditioning inthe homesof up to 500 volunteer residential customersduring the
summer monthswhen power consumptionisat itspeak.

Theprogram alowsthe company toinstall programmable, remote
control thermostatsfor air conditioning unitsinthehomesof Boiseand Meridian
residentswho volunteer to participate. Thevolunteerswill permit the company
to turnair conditioning on and off for 15-minuteintervalsover afour-hour period
between 1 and 9 p.m. up to 10 weekdays per monthin June, July and August.
Volunteers—200inthefirst year and an additional 300in the second year —will
receiveacredit of $10 per month from |daho Power for participatinginthe
program. The company hasoriginally proposed acredit of $5 per month, but
commissionerssaid a$10 credit would result in more customer responsewhile
only marginaly increasing the costs of the program.

Cydling will beaccomplished remotely by turning air conditionersoff
and onfor specified lengthsof time, or until aspecified temperatureisreached,
or by changing thethermostat’ stemperature at aset point. Volunteerswill be
ableto opt out of the program for one day each month by notifying the company
oneday inadvance.
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The company would thermogtatically reduceair conditioning usewhen
systemwide reductionsin power use are needed to prevent outagesor lessen
theneed to buy additional power whenthe priceisabnormally high dueto
supply shortages.

Idaho Power projectsit will be short on power infutureyearsduring
timesof peak use. A program like this could decrease the demand for el ectric-
ity, thus preventing the company from having to build new power linesor
generating facilitiesto meet peak demand. The program could decrease |daho
Power’soverall energy costs, which, inturn, resultsin savingsfor all customers.
The programwill also allow the company to measurethe effectivenessof air-
conditioning thermostat control in reducing peak |oad.

The cost of the program, estimated to be about $410,000 for each of
thetwo yearswill be paid from the 30-cents per month conservation surcharge
currently included on customer hills.

The company proposesthat it beallowed to solicit customersfor
participation based on their energy use, location, size of homeor other factors
almed at creating adiverse population for the pilot program. Customers may
terminate participation by returning thethermaostat in working condition or be
charged $100 for thethermostat. If they remaininthe program for onecooling
season and choose not to participate the second year they can keep thether-
mostat at no charge.

July 9, 2003
IDAHO POWER CONTRACT WITH PPL MONTANA APPROVED
CaseNo. |PC-E-03-8, Order No. 29286

Theldaho Public Utilities Commission hasapproved apurchase
agreement allowing | daho Power Co. to purchase power from PPL Montana
during the peak consumption monthsof June, July and August. The energy from
PPL Montanawill replace what would have been provided by the proposed
Garnet project near Middleton. The Garnet project wasnever built duetolack
of financing.

Idaho Power will buy 83 megawatts per hour in Juneand July and 26
MWh during August. (One megawatt, or onemillion watts, isenough electricity
to provide power for 750 homes.) The company proposesto pay $44.50 per
MWh (4.45 cents per kWh), which, thecommission said, isacompetitiverate
compared to other optionsfor providing the needed power.

Commission staff recommended the company serioudy investigatea
variety of conservation programsto potentially reduce summertime peak loads.

“Traditional demand-side management, voluntary curtailment programs,
interruptibleratesand time-of -userates arejust some of the possible mecha-
nismsthat might be employed to reduce or € iminatethe company’sneed to
acquire additional supply-sideresourcesinthefuture,” commission staff said.
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Those conservation steps could a so reduce the company’sneed to operateits
Mountain Home plant, which has operation coststhat far exceed the cost of the
PPL contract, staff said.

In June 2000, Idaho Power’ s ntegrated Resource Plan indicated that,
beginningin 2004, it would not have enough capacity to serve customer load.

The company proposed a250 MW natura gasplant. Garnet Energy
LLC, adivisonof IDACORP, wasthe successful bidder onaproposal to build
the project near Middleton. However, in July 2002, Garnet notified |daho
Power that it had not been ableto secure thefinancing to build the project. The
commission, in subsequent orders, asked the company tofileareport outlining
itsstrategy to acquire power that would otherwi se been provided through the
Garnet project.

Contracting with PPL M ontanaisadvantageous, |daho Power officials
said, because existing limitson thewest side of 1daho Power’ssystem made
power purchaseson the east side of the company’s system more preferable.

After theMontanal egidaturede-regulated itsretail eectricindustry, the
state’smajor utility, Montana Power, sold itsgenerating plantsto Pennsylvania
Power & Light. PPL Montanaoperates 11 hydroel ectric plantsin Montanawith
agenerating capacity of 474 MW aswell as500 MW of coal-fired generating

capacity.

October 29, 2003

COMMISSION ORDERSLIMITEDAMRIMPLEMENTATION
CaseNo. IPC-E-02-12, Order No. 29362

|daho Power Company must present aplan to implement automated
meter reading on apilot basisin selected service areaswithin 60 days, accord-
ingto an order fromtheldaho Public Utilities Commission.

After oneyear, the company will report back to the commission onthe
cost-effectivenessand resultsof the program. The commissionwill then decide
on whether to expand the meter technology to therest of Idaho Power’sservice
territory.

Automated meter readers (AMR) can beread from aremotelocation
without having to enter acustomer’ s property, significantly reducing operational
costsand the potential for error. SomeAMR systemshavetheability toinform
customersof current el ectric prices, potentialy allowing them to managetheir
electrica useand reducetheir bills.

AMR asoallowstuitilitiesto savemoney in areasbeyond meter reading,
including real-time service outage reporting; tamper and theft-of -power report-
ing. Further, voluntary conservation by customersempowered with real-time
pricing and useinformation can reduce thewholesal e cost of power during peak
demand periods.

Idaho Power clamsAMR isnot cost-effective at the present time but
would consider implementation at afuture date. If the commission wanted
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implementation sooner, thecompany did say it would bewillingtoinstall the
technology inthe Emmett areaand measuretheresults.

The commission saidimplementationin the Emmett areaa oneisnot
sufficient to adequately resol ve uncertaintiesregarding thetechnology and
directed |daho Power to propose acombination of two or three service areas
that will incorporatealarger, more diverse customer group and geographic
scope. Thecommission said phase oneof AMR must beinstalled inthe se-
lected territory by Dec. 31, 2004. Thecompany must fileitsimplementation
plan, including the sel ected territory, by Dec. 24, 2003.

“The potentia benefitsof advanced metering availableto ratepayers
and thecompany aretoo greeat to delay AMR implementation indefinitely,” the
commissionsaid. “However, wea so recognizethat significant questionsand
uncertai nty remain regarding the proper technol ogy, installation costs, function-
aity and actua cost savingsthat may beredisticaly achieved.”

Automated metersare oneway customers could respond to the recent
rapid increasein eectric ratesby being ableto view real-time pricing informa-
tionand adjust their own use accordingly, thecommission said.

“Over thelast two yearsthe commission heard from many frustrated
residential customerswho did not have theinformation and options necessary
to makeinformed choicesrdativeto their use of theenergy,” the commission
said. Commissionersnoted that dueto extremely low water conditionsand
large purchased power costs, |daho Power residentia ratesincreased about 39
percent over base rates between May 2001 and 2003.

The commission expressed concern about the company’sability and
willingnessto efficiently implement Phase Oneand fairly eva uationitsresults.
The commission said the company may fileto recover costsof AMR implemen-
tation, but only if the company “makesasincereeffort to efficiently and effec-
tively ingall and evd uatethistechnology.”

“Wearefrustrated with what appearsto bethe shifting position of the
company with respect to AMR implementation,” thecommission said. The
company initially expressed intent to seek budget approva toimplementAMR
in 2004, but now statesAMR isnot cost-effective and should not beimple-
mented at any level, thecommission said.

By theend of 2005, |daho Power must submit astatusreport onthe
first phaseof AMR ingtalation. “Uponreview of that statusreport detailing
costsand benefitsresulting fromthislimited AMR ingtall ation, thecommission
will determineif the benefitsof AMR justify itsimplementation beyond the areas
coveredin Phase One,” thecommission said.

The company saiditisnow installing AMR-capable metersfor new
residentia and commercia services. Commissionerssaidingtalationfor new
customers* makes sense, and we expect the company to pursuethisstrategy
regardlessof the Phase Oneimplementation.”
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October 30, 2003

IDAHO POWER PROPOSESNEW GASPLANT
CaseNo. IPC-E-03-12, Order No. 29370

Theldaho Public Utilities Commission was expected to rule by theend
of 2003 on I daho Power Company’ s application to construct a162-megawatt
gas-fired power plant in Mountain Home called the Bennett Mountain Plant.

|daho Power selected abid from Boise-based Mountain View Power,
oneof 11 bidsconsidered for the project. Mountain View contracted with
Siemens-Westinghouse Power Corporation to furnish all thelabor, equipment
and materidsand to perform all the engineering and construction of the pro-
posed project. Upon compl etion of the project and passage of necessary
performancetests, title of the project will transfer from Mountain View to Idaho
Power.

| daho Power contracted with Mountain View for $44.6 million for
congtruction of the plant with acommitment estimate of up to $54 millionto
account for unanticipated costs. |daho Power will absorb all coststhat exceed
$54million.

|daho Power isrequesting that the commissionissue aCertificate of
Public Convenience and Necessity by no later than Dec. 31. Mountain View
needsto receive anoticeto proceed by that date, | daho Power said. Construc-
tionisto be 95 percent complete by December 2004 and the plant ready to
operate by summer 2005.

The commission hasaccepted petitionsto intervene from the Industrial
Customersof |daho Power and the Idaho I rrigation PumpersAssociation.

Construction of the plant isintended to hel p Idaho Power providean
additional 250 megawattsthe company will need to meet its customer demand
by summer of 2005. The shortfall wasto be met with the construction of a250-
MW Garnet plant in Middleton. That project wasdiscontinued after Garnet
failed to securefinancing for the project.

|daho Power anticipatesthat construction of the Bennett Mountain plant
—inadditionto an agreement recently approved by thecommissionfor Idaho
Power to buy 83 megawattsfrom PPL Montanaduring the peaking months of
June, July and August beginning next year —will meet the company’santicipated
shortfdl.

Thecompany estimates$11.6 million intransmission coststo connect
the plant to the company’ stransmission system four milesnorth of the plant Site.
Fuel costsfor the project will beincluded inthe company’ sannua power cost
adjustment processasareal power supply expenses. Williams Northwest
Pipeline, whose pipelineislessthan onemilefrom the proposed plant site, will
supply ges.

The plant siteisan approximate 10-acre plot within the Mountain Home
Industrid Park. The plant siteislarge enough to accommodate an additiond

IDAHOPUBLICUTILITIESCOMMISSION

2003
ANNUAL REPORT




2003

ANNUAL REPORT

generating unit if needed. Thecity hasaready issued aconditiona use permit
for construction of the plant. According to |daho Power, the city has substantia
water supply capacity to servethe plant. The plant’swastewater will bedis-
chargedintothecity’ssewer system.
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Avista Utilities

During 2002, AvistaUtilitiesgenerated 70 percent of itselectricity at
hydropower damslocated in Washington, |daho and Montana. The company
also receivespower from thermal plantsin the samethree states.

In 2002, the average Avistahousehold used 11,095 kWh, essentially
thesameasthe 11,105 kWh used during 2001. Thisfigure averagesresidential
customerswith electric space and water heating with thosewho do not use
electricity for these uses.

Nov. 13, 2003
AVISTAFILESRATE INCREASE NOTICEOFINTENT

AvigtaUtilitiesfiled anoticeof intent to fileacombined e ectric and
natural gasgenera rate caseon or after January 15, 2004. Under commission
rules, utilitiesarerequired to provide aminimum 60-day notice wiht thecom-
missionif they intend tofilefor arateincrease. Anintention to filedoes not
necessarily mean that theutility will infact filefor arate case, but itisastrong
indicator that it will do so. ThetimelineallowsPUC staff timeto preparefor an
anticipatedfiling.

Initsnotice, Avistastated it wasitsintent to usethe calendar year
ending Dec. 31, 2002, asthetest year for itsfiling. Thelast time, Avistaimple-
mented agenera rate changeinldahowasAug. 1, 1999, for electric customers
and Feb. 17, 1990 for natural gascustomers.

A rate case can take up to six monthsfor the commission to decide.

Nov. 20, 2003

AVISTASURCHARGE CONTINUEDANOTHER YEAR

CaseNo.AVU-E-01-16, Order No. 28948

A 19.4 percent surchargethat isadded to Avista Utilities baserate has
been extended by the ldaho Public Utilities Commission for another 12 months.

However, the commission may yet decideto deny the company author-
ity to collect from customersnearly $12 million in expensesresulting fromtwo
fud purchasetransactionsentered into by the company during theenergy crisis
of 2000-01.

Thefuel purchased by Avistawas not used and ultimately sold back
into the market. Thefudl wasintended for useat Avistal's Coyote Springsl|
gas-fired generating plant. Theplant wasn't operational at thetimeand keeping
thegaswasno longer economical.

In order to alow the company an opportunity to defend thefuel pur-
chases, the commission agreed to treat the matter in arate casethat Avista
expectstofileinearly 2004. An adjustment to rateswill be made at thetimeto

IDAHOPUBLICUTILITIESCOMMISSION

~ WIS IE
e

Avista Utilities

(physical address)
E 1411 Mission Ave.

(mailing address)
P O Box 3727
Spokane, WA 99220

800-727-9170

509-489-0500

(Spokane)
208-664-0421

(Coeur d’Alene)

208-743-5541

(L ewiston)
208-882-7511

(M oscow)

Number of Customers
106,390

2003
ANNUAL REPORT




~IWiIS 1L

2003

ANNUAL REPORT

reflect the commission’sdecision regarding the gas purchases.

The 19.4 percent surcharge wasimplemented in October 2001. At that
time, the company sought a27-month surchargeto recover $78 millionin
extraordinary power supply costsincurred during the 2000-01 energy crisis.
The commission agreed toimplement the surchargefor only 12 monthsso it
could annually review how Avistawas handling the deferred account. After
commission adjustments, theaccount reflectsaba ance of $16.5 million asof
June 30 of thisyear. Last year on June 30, the deferral balance was $45 million.

The commission alsoincreased thedeferral amount by $256,727 asthe
result of aninterest adjustment.

Commission staff had earlier recommended denying the company
recovery for asingletransaction that included $5.93 millionin fud andinterest
costsfor the Coyote Springs plant. In thisweek’s order, the commissioners
expand staff findings, proposing that yet another transaction that included $6
millioningasand interest costsalso be considered for denial.

In both transactions, Avistalocked initspricefor gasfor well beyond
the 18-month time period all owed by the company’srisk management policy,
according to commission staff. Onetransaction locked in the pricefor two and
ahalf yearsand the other for threeand ahalf years.

Avistaanticipated that Coyote would be operational and more eco-
nomical to operate than buying energy from thewholesale market. Asit turned
out, Coyote Springswas neither operational nor wasit economical to usethe
gaspurchased for Coyoteat Avista sother facilities. Instead, Avistasmply
purchased its needs on the whol esale market and sold the gasback into the
market at aloss.

Accordingto staff, work papersfrom thetransactionsindicated thegas
purchaseswere entered into for the sole purpose of securing financing for the
Coyote Springsproject. Commission staff contendsthe transactionswere made
to meet Avista's cash flow requirements and were not necessarily associated
with utility operations. To beableto recover power supply costs, utilitieshave
to demonstrateto the commission that the costswereincurred strictly to
provide power for customersand not for other benefitssuch as, in thisinstance,
improving theutility’scash flow.

Avistacontendsthe transactionswere made at atimewhen wholesale
electric priceswereat unprecedented highs, federal regulatorswere continuing
to refuseto interveneand the utility wasfacing theworst hydroel ectric condi-
tionsinitshistory. The company believesthat acareful review of theinformation
availableat thetimethetransactionswere made will show the company’s

decisonswerereasonable given the circumstances.
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October 23, 2003
AVISTA,POTLATCH NEAR SETTLEMENT
Ca=No.AVU-E-03-2

At thetimethisannual report was going to press, the commissionwas
near ruling on aproposed settlement of a10-year power purchase agreement to
buy 62 average megawatts of capacity from Potlatch Corporation at arate of
$42.92 per megwatt-hour.

Potlatch ownsand operatesfour el ectric generatorsat itswood product
manufacturing facility in Lewiston.

Under the agreement, Potlatch would sell Avista543,120 megawatt-
hoursayear at the $42.92 per MWh rate. For generation beyond that amount,
Avistawould pay 85 percent of the market price at the Mid-Columbiatrading
hub aslong asthe rate does not exceed $55 per MWh.

Avistaproposesto recover the costsfrom the Potlatch generation from
itscustomersthrough the annual power cost adjustment process.

Theagreement al so stipul atesthat Potlatch buy power fromAvistaat the
established tariff ratefor all extra-largegeneral service customers.

Theagreement, if approved, would settle two other open casesbefore
the commissionregarding Potlatch and Avista
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PacifiCor p-Utah Power

Basedin Salt Lake City, Utah Power, adivision of Portland-based
PecifiCorp, provideselectricity in eastern Idaho. Itisthethird largest electric
utility inldaho.

During 2002, Utah Power generated 88.5 percent of itsenergy needs
from thermal resources.

In 2002, theaverage UP& L residentia customer used 12,783 kWh of
electricity, al.5 percent increasefromthe 12,599 kwh averagein 2000. This
figureaveragesresidential customerswith electric space and water heating with
thosewho do not use electricity for these uses.

March 17, 2003
PUC, PACIFICORPAGREE ON IRRIGATION PROGRAM
CaseNo. PAC-E-03-3, Order No. 29209

Theldaho Public UtilitiesCommiss on approved aPecifiCorp program
that payscreditstoirrigatorswho volunteer to shift their electrical usefrom
super-peak hoursto light-load hoursduring the four-month irrigation season.

The“time-of-use” programisacompromisefromthe programoriginaly
proposed by PacifiCorp, which would allowed the company to pay irrigators
creditsfor theability tointerrupt servicetoirrigatorswho choseto participate.
But that proposal was unacceptabl e to the commission because the company
factored*lost revenue’ (revenuethe company would have gained fromirrigators
had the program not beenin place) into thevalue of the credit, resultingina
sgnificantly lower credit toirrigators. Theldaho I rrigation PumpersAssociation
also did not agree with Pacifi Corp’ s proposed method of calculating the value of
thecredit.

PacifiCorp then submitted an alternative proposa that rewardsirrigators
for shifting operation of their pumpsfrom periodsof high use, called “ super-
peak” hoursto light-load hours.

Using acomparison of super-peak market pricesto light-load hour
market prices, thecompany will providethesecreditsagaingt irrigators monthly
demand chargefor the 2003 irrigation season:

B June, $1.54 per kKW

B July, $2.06 per kW

B August, $2.25 per kW

B September, $1.26 per kKW

In calculating theval ue of the credit, PacifiCorpincluded a30 percent
uncertainty factor inrecognition of severd factorsthat aredifficult to measure
ahead of time such asthetotal amount of |oad that will be shifted, hoursof the
day that load isshifted, thelevel of load control equipment failure, failure of
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customersto shift load, etc. The proposed creditsare thus 70 percent of the
difference between expected super-peak and off-peak market prices.

The commission’sorder emphasizesthat the programisvoluntary to
irrigation customerswho enter into aL.oad Control ServiceAgreement with
PecifiCorp.

The commission directed the company to submit areport at theend of
theirrigation season summarizingitsresults. Oncefiled, thereport will be
opened for public comment in anticipation of possible changesthat will resultin
animproved program for the 2004 irrigation season.

A commission order issued last Junethat allowed PacifiCorp to recover
$22.7millionin power supply expenses, encouraged the company to work with
irrigatorsto develop aload control program that can reduce power supply
expensesfor the company and prevent it from going to thewhol esale market
for additional power.

June 20, 2003

PUC APPROVESPACIFICORPNET METERING PROGRAM

CaseNo. PAC-E-03-4, Order No. 29260

Theldaho Public Utilities Commission approved a* net metering”
program for PacifiCorp’s southeast |daho customers.

Theprogramwill alow customerswho own agenerationfacility fueled
by solar, wind, biomassor hydropower to interconnect with PacifiCorp’s
electricgrid and generateall or aportion of their electric needs. Customerswho
generate more power than they consumewill credited at theretail rate.

Inlate February, the Northwest Energy Codlition petitioned the com-
missionto establish anet metering plan for PacifiCorp customersthat was
similar to plansalready in placefor Idaho Power Co. and AvistaUtilities
customers. The coalitionismade up of 12 member organizationsincluding the
Idaho Rura Council, Idaho RiversUnited and theldaho Community Action
Agency.

PacifiCorp responded by stating that it wasin the process of devel op-
ing anet metering scheduleat thetimethe coditionfiled itspetition.

Under PacifiCorp’sproposd, resdentid and smal-commercia custom-
erscan qualify smal generatorsup to 25kW. Irrigation and large commercial
customerswould have acapacity limit of 100 kW. Customers can interconnect
their generatorson to the company’ s system, but must pay interconnection and
any additiona metering coststhat may be necessary. Residential and small-
commercia customerswould be credited the current retail ratefor excess
energy they produce, whileirrigation and largecommercia customerswould be
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credited 85 percent of aDow Jonesindex pricefor non-firm energy.
Customerswill bealowed to participate on afirst-come, first-served
basisuntil thetotal rated generated capacity reachesone-tenth of 1 percent of
the company’sldaho retail peak demand in 2002.
Someorganizations, likethe Farm Bureau, sought ahigher cap onthe
capacity of net metering projects. The commission said that if the cap isreached,
it will consider increasing it at that time.

August 29, 2003
COMMISSION OKsPACIFICORP‘BLUE SKY' PROGRAM
CaseNo. PAC-E-03-9, Order No. 29329

Theldaho Public Utilities Commission hasaccepted a PacifiCorp-Utah
Power program that allows customerswho volunteer to buy renewableenergy
for an additional $1.95 per month for every 100 kil owatt-hours purchased. The
renewableenergy tariff becomeseffectiveon Sept. 1.

Commissionersapproved the program on a2-1 vote, “with some
degree of reluctance and disappointment.” Commissioner MarshaSmith
dissented. The commission said the company allocatestoo much of the cost of
the $1.95 premium to administration, marketing and promotion of the program
rather than to green power purchases.

The commission threeyearsago rejected the program for |daho
because the $4.95 per month premium wastoo expensive. Whilethecommis-
son saidit waspleased the company hassignificantly lowered the premium
sinceits2000 application, it notesthat the premium reductionisdue primarily to
changesinwind energy costsand not program redesign, asthe commission had
encouraged. Nearly 60 percent of the premium still goestoward administration
and marketing. “Our prior admonition regarding overhead and all ocation of
premium dollarsappearsto havefalen ondeaf ears,” thecommission said.

Commissionerswere al so disappointed that the company projectsonly
160 customersto participatein the program during thefirst year and 415 by
year four.

“Wea so notethat the projected level of program participationinldaho
remainsquite smal, much lower than the company’ sother serviceareajurisdic-
tions, and that no changein marketing isproposed to increase participation
levels,” thecommissionerssaid. Currently, about 11,500 PecifiCorp customers
in Oregon, Utah, Washington and Wyoming are enrolled.

Customerswho voluntarily agreeto pay $1.95 per month would buy a
single 100-kwWh block of renewabl e energy and can chooseto pay an addi-
tional $1.95 for each 100-kWh block.

PacifiCorp will usetwo methodsto securethe renewabl e energy.
Oneisbuy green energy, such asfrom awind farm, and to make arrangements
for transmission of that energy to itseastern | daho territory within two years of
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whentheenergy ispurchased by the customer.

Theother method isto purchase” greentags,” or creditsthat allow the
company to buy green energy for itsuse, although the actua kilowatts pur-
chased may not directly goto the customer. However, the energy purchased
becomes part of PacifiCorp’sportfolio and eliminatesthe need for PacifiCorp
to acquirethat energy from non-renewable sources. Theenergy from the credit
must beddivered within 18 months.

Commissionersexpressed concern that the two-year | gpse between
premium payment and arenewabl e energy benefit will not encourage customer
acceptance of the program.

Despitethosereservations, the commission agreed to accept the
program becauseit supportsrenewable energy choices, the programisvolun-
tary, the premium priceisnow comparableto other greentariff programsand
no subsidy isrequired from non-participants.

PacifiCorp serves about 60,000 customersinitseastern |daho territory,
of which about 47,000 areresidential customers.
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Generic Electric Cases

March 28, 2003
PUC DENIESREQUEST BY ENERGY PRODUCERS
TOINLCUDE LARGER PROJECTSUNDER PURPA
CaseNo. GNR-E-03-1, Order No. 29216

By a2-1vote, theldaho Public UtilitiesCommission declined arequest
by the Independent Energy Producersof 1daho that larger independent power
projectsbeableto qualify for published contract rates.

Currently, only renewabl e projectsthat generate up to 10 megawetts
can qualify for therates, often called PURPA rates. The Independent Energy
Producersof |daho asked that projectsup to 30 MW qualify for PURPA rates.

Theenergy crisisof thelate 1970s prompted Congressto passthe
Public UtilitiesRegulatory PoliciesAct, or PURPA. Itspurposeisto encourage
thedevel opment of renewable energy technol ogiesasaternativesto burning
fossl fuelsor building new power plants. PURPA requiresthat electric utilities
offer to buy power produced by qualifying small power producersor
cogenerators. Statecommissionersset theratethat utilitiesmust pay small
power producersfor the power they generate. That rate, called * avoided cost
rate,” isto beequd tothe cost the e ectric utility avoids by not generating the
power itsdlf.

L ast year, the commission agreed to arequest by developersto extend
the contract length of PURPA projectsfrom fiveto 20 yearsand increasethe
sizeof projectsthat can qualify from 1 megawaitt to 10 megawetts.

The Independent Energy Producersof 1daho claim that the 100 MW
limitisgtill not big enoughto alow energy producersto recover their investment
inenergy projects. |EPI contendsthe commissionisto proactively encourage
devel opment of renewabl e sourcesasameansof diversifyingthenationa
energy portfolio, making it less dependent on foreign sources.

Commission President Paul Kjellander and Commissioner Dennis
Hansen voted to deny |EPI’ srequest, saying moretimeisneeded to gaugethe
responsefrom last year’sincrease. Further, they said, independent producers
larger than 10MW can till negotiateindividua contractswith utilities. If the
partiescannot agreeon arate, either can fileacomplaint with the commission.

In her dissent, Commissioner Marsha Smith said IEPI’ s contention that
theeffect of anincreasein project sizeto utilitiesand consumersisinconsequen-
tial meritsfurther examination and public comment.

“Development of renewable resourcesnot tied to natural gasasafuel
sourcewould help avoid additional demand for natural gasand the associated
upward pressure onratesfor that commodity,” Smithsaid. “1t would also add
tothediversity intheresourcesavailablefor dectricity productionin our state
andregion.”
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November 29, 2002

PUC DENIESWINTER MORATORIUM CHANGES
CaseNo. GNR-U-02-1, Order No. 29165

Theldaho Public Utilities Commission denied arequest by Intermoun-
tain Gasand PecifiCorp to significantly alter commissionrulesregarding the
“winter moratorium,” thethree-month period during which utilitiesare prohib-
ited from disconnecting customerswho fail to make payments.

Customerswho commented on the proposed changes said they were
uncomfortablewith the quick scheduling necessary to implement the proposed
two-year pilot program, which would have begun Sunday, Dec. 1, 2002, and
lasted through Feb. 28.

Commissionersshared theutilities concernregarding customerswho
abusethe program, which doesnot includeincomedigibility requirementsand
doesnot disconnect eligible customerswho fail to makeany payment during the
three-month period. “We are awarethat the desireto protect those who
strugglefinancidly fromwinter disconnection must bebaanced with requiring
accountability from customerswho are ableto pay but usethe moratorium as
an opportunity to avoid making monthly payments,” the commissionerssaid.

However, after evaluating 142 commentsreceived fromthepublic,
commissionerssaid a“ significant number of customersdid not fully understand”
theproposal, whichwould haverequiredincomedigibility criteriaand minimum
monthly paymentsfrom customersif they wanted to avoid disconnection during
thewinter months. “ Under these circumstances, the commissionisnot willing to
ater a20-year public safety policy without allowing sufficient timeto educate
the public and respond to customer concerns,” the commissionerssaid.

Instead, the commissionersaredirecting dl of the state’ sinvestor-
owned utilitiesto compilemoreinformation through thiswinter heating season
for possiblerevisionsnext winter. And during thisyear’ swinter heating season,
thecommissionisasking utilitiesto encourage customersparticipatingin the
moratorium to pay aminimum amount during thewinter months. “We expect
theutilities' customer servicerepresentativesto ask what amount the customer
can afford to pay and receive the customer’soral commitment to pay amini-
mumamount,” the commissionerssaid. Also, Intermountain Gas customerswho
wish to participatein the moratorium must contact the company to declare
eligibility thisyear evenif they have participated inthe program during past
years.

Enacted in 1979, the moratorium does not excuse customersfrom
paying their bills, but it postponesdisconnectionfor failureto pay billsuntil after
March 1. Utilitiessought therevisions partialy dueto concernsthat customers
were choosing not to pay any amount during thewinter moratorium and then
could not pay thetypically high billsthat became due March 1. Under current
rules, utilities cannot disconnect customerswho declarethey areunableto pay
and have children under 18 or peopleover 62 or “infirm” personslivinginthe
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household. Thereisnoincomedigibility requirement.

After aseriesof mesetingswith representativesfrom community action
agencies, the Department of Health and Welfare, commission staff, Intermoun-
tain Gas, PacifiCorp and Avista, the utilitiesapplied for atwo-year pilot program
that would require customers become digiblefor the moratorium by meeting the
incomerequirementsfor receiving energy ass stance benefitsunder the Low-
Income Heating Energy Assstance Program (LIHEAP). To qudify for LIHEAR,
participants must earn no morethan 150 percent of federal poverty guiddines.
The utilitiesa so wanted customersto pay aminimum amount each of thethree
monthsthat would equal one-half of what they would pay under alevel-pay
plan. Avistalater withdrew from the case, citing customer concernsover its
timing.

Timing was also themajor concern cited by commissionersinitsdenial
of theutilities' application. Commissionerswerea so concerned that anotice
sent by Intermountain Gasto itscustomers may haveled too many customersto
believethat the minimum monthly payment for customers participatinginthe
moratorium would have been only $25 during those three months. “ The com-
missionisconcerned that the publicisnot awarethat the $25 amount referred to
by Intermountain Gaswas an averageamount.” Theactua payment could be
sgnificantly more, thecommissionerssaid.

Thecommissonincludedintheorder adetailedlist of information it
wantstheutilitiesto compilethiswinter. It also directed Intermountain Gasto
requireitscustomersto notify the company each winter heating seasonif they
are seeking winter moratorium protection. Up until now, the company required
customersto declarethey wanted to participate only once and then they are
permanently coded asmoratoriumdigible.
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